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State of Washi ngton

By

SECOND ENGROSSED SECOND SUBSTI TUTE HOUSE BI LL 1738

AS AMENDED BY THE SENATE
Passed Legislature - 2011 1st Special Session

62nd Legi sl ature 2011 1st Speci al

Sessi on

House Ways & Means (originally sponsored by Representatives Cody
and Jinkins; by request of Governor G egoire)

READ FI RST TI ME 03/ 24/ 11.

state agency fromthe departnent of soci al
health care authority and transferring the rel ated powers,
and duties to the health care authority; anending RCW 74.
74.09. 055, 74.09.075, 74.09.080, 74.09.120, 74.
74.09.185, 74.09.190, 74.09.200, 74.09.210, 74.
74.09.280, 74.09.290, 74.09.300, 74.09.470, 74.
74.09.500, 74.09.510, 74.09.515, 74.09.520, 74.
74.09. 5225, 74.09.530, 74.09.540, 74.09.555, 74.
74.09.585, 74.09.595, 74.09.655, 74.09.658, 74.
74.09.710, 74.09.715, 74.09.720, 74.09.725, 74.
74.09.790, 74.09.800, 74.09.810, 74.09.820, 41.
41. 05. 021, 41.05.036, 41.05.037, 41.05.140, 43.20A
74.04.015, 74.04.025, 74.04.050, 74.04.055, 74.
74.04.290, 7.68.080, 43.41.160, 43.41.260, 43.
47. 06B. 060, 47.06B.070, 48.01.235, 48.43.008, 48.
69.41.190, 70.01.010, 70.47.010, 70.47.020, 70.
48.130, 70.168.040, 70.225.040, 74.09A 005, 74.09A. 010, 74.09A

74.
74.
74.
74.
74.
74.
74.
74.
41.
74.
74.
47.
69.
70.
74.
74.

AN ACT Rel ating to changing the designation of the nedicaid single
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09.
09.
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09.
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05.
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050,
180,
260,
490,
5222,
575,
700,
770,
015,
005,
062,

06B. 020,

41.

030,

09A. 030,

09.
adding a new section to chapter

035,

functi
09.
09.
09.
09.
09.
09.
09.
09.
05.

04.
70.
43.
47.

and health services to the

ons,
037,
160,
240,
480,
521,
565,
659,
730,
011,
365,
060,
670,
517,
110,
020,

and 74.09.015; reenacting and anending RCW 74.09.010,
and 74.09.522; adding new sections to chapter 74.09 RCW

43. 20A RCW adding a new chapter to
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Title 41 RCW creating new sections; recodifying RCW 43. 20A 365;
repeal i ng RCW 74. 09. 085, 74.09.110, 74.09.5221, 74.09.5227, 74.09. 755,
43. 20A. 860, and 74.04.270; providing an effective date; providing an
expiration date; and decl ari ng an energency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. The legislature finds that:

(1) Washington state governnment nust be organized to be efficient,
cost-effective, and responsive to its residents;

(2) The cost of state-purchased health care continues to grow at an
unsust ai nabl e rate, now representing nearly one-third of the state's
budget and hindering our ability to invest in other essential services
such as education and public safety;

(3) Responsibility for state health care purchasing is currently
spread over nultiple agenci es, but successful interagency collaboration
on quality and cost initiatives has hel ped denonstrate the benefits to
the state of centralized health care purchasing;

(4) Consolidating the majority of state health care purchasing into
a single state agency will best position the state to work with others,
i ncluding private sector purchasers, health insurance carriers, health
care providers, and consuners to increase the quality and affordability
of health care for all state residents;

(5) The devel opnent and inplenentation of uniformstate policies
for all state-purchased health care is anong the purposes for which the
health care authority was originally created; and

(6) The state wll be best able to take advantage of the
opportunities and neet its obligations under the federal affordable
care act, including establishnent of a health benefit exchange and

medi cai d expansion, if primary responsibility for doing so rests with
a single state agency.

The legislature therefore intends, where appropriate, to
consolidate state health care purchasing wthin the health care
authority, positioning the state to use its full purchasing power to
get the greatest value for its noney, and allow ng other agencies to
focus even nore intently on their core m ssions.

2E2SHB 1738. SL p. 2
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Sec. 2. RCW 74.09.010 and 2010 1st sp.s. ¢ 8 s 28 are each
reenacted and anended to read as foll ows:

((As—used—+n—this—~chapter—)) The definitions in this section apply
t hr oughout this chapter unless the context clearly requires otherw se.

(1) "Authority" nmeans the Washington state health care authority.

(2) "Children's health program neans the health care services
program provided to children under eighteen years of age and in
households with incones at or below the federal poverty |evel as
annual |y defined by the federal departnment of health and human services
as adjusted for famly size, and who are not otherwi se eligible for
medi cal assistance or the |limted casualty programfor the nedically
needy.

({ £2—"Commttee—means—the—chtldrens—health—services—conmttee
created in section 3 of-this act.))

(3) "County" neans the board of county comm ssioners, county
council, county executive, or tribal jurisdiction, or its designee.
({ A— corbination — ol — bwo — or — npre — county — authortes — o — tr+-balk

FoHsdhetons — ray — enter — o — okt — agreerents — o — e — the
reguirerents—of—ROW74-09-415 through—74-09-435-))

(4) "Departnment” neans the departnent of social and health
servi ces.

(5) "Departnment of health" neans the WAshi ngton state departnent of
heal th created pursuant to RCW43. 70. 020.

(6) "Director"” nmeans_the director of the Washington state health
care authority.

(7) "Full benefit dual eligible beneficiary" neans an individua
who, for any nonth: Has coverage for the nonth under a nedicare
prescription drug plan or nedi care advantage plan with part D coverage;
and is determned eligible by the state for full nedicaid benefits for
the nonth under any eligibility category in the state's nedicaid plan
or a section 1115 denonstration wai ver that provides pharmacy benefits.

((6H)) (8) "Internal managenent” neans the admnistration of
medi cal assistance, nedical care services, the children's health
program and the limted casualty program

((68))) (9) "Limted casualty progrant neans the nedical care
program provi ded to nedically needy persons as defined under Title X X
of the federal social security act, and to nedically indigent persons

p. 3 2E2SHB 1738. SL
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who are w thout incone or resources sufficient to secure necessary
medi cal servi ces.

((69y)) (10) "Medical assistance" neans the federal aid nedica
care program provided to categorically needy persons as defined under
Title XIX of the federal social security act.

((269)y)) (11) "Medical care services" nmeans the limted scope of
care financed by state funds and provided to disability Ilifeline
benefits recipients, and recipients of alcohol and drug addiction
servi ces provided under chapter 74.50 RCW

((+)) (12) "Nursing home" neans nursing hone as defined in RCW
18. 51. 010.

((+2)) (13) "Poverty" neans the federal poverty |evel determ ned
annually by the United States departnment of health and human services,
or successor agency.

((+3))) (14) "Secretary" neans the secretary of social and health
servi ces.

Sec. 3. RCW74.09.035 and 2010 1st sp.s. ¢ 8 s 29 and 2010 ¢ 94 s
22 are each reenacted and anended to read as foll ows:

(1) To the extent of avail able funds, nedical care services may be
provided to recipients of disability lifeline benefits, persons denied
disability lifeline benefits under RCW74. 04.005(5)(b) or 74.04.655 who
ot herwi se neet the requirenents of RCW 74.04.005(5)(a), and recipients
of al cohol and drug addiction services provided under chapter 74.50
RCW in accordance with nedical eligibility requirenents established by
the ((departwent)) authority. To the extent authorized in the
oper ati ng budget, upon inplenentation of a federal nedicaid 1115 wai ver
providing federal matching funds for nedical care services, these
services also may be provided to persons who have been term nated from
disability lifeline benefits under RCW74.04.005(5)(h).

(2) Determnation of the anount, scope, and duration of nedica
care services shall be I|imted to coverage as defined by the
((departrent)) authority, except that adult dental, and routine foot
care shall not be included unless there is a specific appropriation for
t hese services.

(3) The ((departwent)) authority shall enter into performance-based
contracts with one or nore mnmanaged health care systens for the

2E2SHB 1738. SL p. 4
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provi sion of medical care services to recipients of disability lifeline
benefits. The contract nust provide for integrated delivery of nedical
and nental health services.

(4) The ((departrent)) authority shall establish standards of
assi stance and resource and incone exenptions, which my include
deducti bl es and CO-i nsurance provi si ons. I n addi ti on, t he
((departrent)) authority may include a prohibition against the
vol untary assignnent of property or cash for the purpose of qualifying
for assistance.

(5 Residents of skilled nursing hones, I nternmedi ate care
facilities, and internediate care facilities for ((the—rmentalby
retarded)) persons with intellectual disabilities, as that term is
described by federal law, who are eligible for nedical care services
shall be provided nmedical services to the sanme extent as provided to
t hose persons eligi ble under the nedical assistance program

(6) Paynents nmade by the ((departrent)) authority under this
program shall be the limt of expenditures for nedical care services
solely fromstate funds.

(7) Eligibility for nmedical care services shall comrence with the
date of certification for disability lifeline benefits or the date of
eligibility for alcohol and drug addiction services provided under
chapter 74.50 RCW

Sec. 4. RCW 74.09.037 and 2004 c 115 s 3 are each anended to read
as follows:

Any card issued ((after—Decerber—31—2005-)) by the ((departrent))
authority or a managed health care system to a person receiving
services under this chapter, that nust be presented to providers for
pur poses of clains processing, may not display an identification nunber
that includes nore than a four-digit portion of the person's conplete
soci al security nunber.

Sec. 5. RCW74.09.050 and 2000 ¢ 5 s 15 are each anended to read
as follows:

(1) The ((seeretary)) director shall appoint such professional
personnel and other assistants and enpl oyees, including professiona
medi cal screeners, as may be reasonably necessary to carry out the
provi sions of this chapter. The nedical screeners shall be supervised

p. 5 2E2SHB 1738. SL
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by one or nore physicians who shall be appointed by the ((seeretary))
director or his or her designee. The ((seeretary)) director shall
appoi nt a nedical director who is licensed under chapter 18.57 or 18.71
RCW

(2) VWhenever the director's authority is not specifically limted
by law, he or she has conplete_charge and supervisory powers over the
authority. The director is authorized to create such admnistrative
structures as deened appropriate, except as otherw se specified by | aw

The director has the power to_enploy such assistants and personnel as
may be necessary for _the general admnistration_of the_ authority.
Except as_el sewhere specified, such_enploynent nust be_in accordance
with the rules of the state civil service |law, chapter 41.06 RCW

Sec. 6. RCW 74.09.055 and 2006 ¢ 24 s 1 are each anended to read
as follows:

The ((depart+went)) authority is authorized to establish copaynent,
deducti ble, or coinsurance, or other cost-sharing requirenents for
reci pients of any nedical progranms defined in RCW 74.09. 010, except
that premuns shall not be inposed on children in households at or
bel ow two hundred percent of the federal poverty |evel.

Sec. 7. RCW74.09.075 and 1979 c¢ 141 s 337 are each anended to
read as foll ows:

The departnment or authority, as appropriate, shall provide ((&))
(1) for evaluation of enployability when a person is applying for
public assistance representing a nmedical condition as a basis for need,
and (({b)y)) (2) for nedical reports to be used in the evaluation of
total and permanent disability. It shall further provide for nedica
consul tation and assistance in determning the need for special diets,
housekeeper and attendant services, and other requirenents as found
necessary because of the nedical condition under the rul es pronul gated
by the secretary or director.

Sec. 8. RCW74.09.080 and 1979 c 141 s 338 are each anended to
read as foll ows:

In carrying out the admnistrative responsibility of this chapter,
the departnment or authority, as appropriate:

2E2SHB 1738. SL p. 6
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(1) My contract with an individual or a group, nmay utilize
existing local state public assistance offices, or establish separate
wel fare nedical care offices on a county or nmulticounty unit basis as
found necessary; and

(2) Shall determ ne both financial and functional eligibility for
persons_applying for_ long-term care services under_ chapter 74.39 or
74.39A RCW as a_ unified process in_a_ single long-term_ care

organi zati onal unit.

Sec. 9. RCW 74.09.120 and 2010 ¢ 94 s 23 are each anended to read
as follows:

( { Fhe—department—shalH—purehase —necessary—phystetlan—and—dent+st
serveces—by—econtract—or—feefor—serviee—)) (1) The departnent shal
purchase nursing hone care by contract and paynent for the care shal
be in accordance with the provisions of chapter 74.46 RCW and rules
adopt ed by the departnment ((under—theauthortyof ROW74-46-800)). No
paynent shall be made to a nursing hone which does not permt
i nspection by the authority and the departnent ((ef——seetal—andheatth
serviees)) of every part of its prem ses and an exam nation of all
records, including financial records, nethods of admnistration,
general and special dietary progranms, the disbursenent of drugs and
met hods of supply, and any other records the_ authority or the
departnment deens relevant to the regul ati on of nursing hone operations,
enforcenment of standards for resident care, and paynent for nursing
home servi ces.

(2) The departnent nmay purchase nursing honme care by contract in
veterans' honmes operated by the state departnent of veterans affairs
and paynent for the care shall be in accordance with the provisions of
chapter 74.46 RCW and rules adopted by the departnent under the
authority of RCW74. 46. 800.

(3) The departnent may purchase care in institutions for persons
with intellectual disabilities, also known as internediate care
facilities for persons with intellectual disabilities. The departnent
shall establish rules for reasonable accounting and reinbursenent
systens for such care. Institutions for persons with intellectual
disabilities include licensed nursing hones, public institutions,
licensed boarding homes wth fifteen beds or Iless, and hospital
facilities certified as internediate care facilities for persons with

p. 7 2E2SHB 1738. SL
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intellectual disabilities under the federal nedicaid programto provide
health, habilitative, or rehabilitative services and twenty-four hour
supervision for persons with intellectual disabilities or related
conditions and includes in the program "active treatnment” as federally
def i ned.

(4) The departnent may purchase care in institutions for nenta
di seases by contract. The departnment shall establish rules for
reasonable accounting and reinbursenent systens for such care.
Institutions for nental diseases are certified under the federal
medicaid program and primarily engaged in providing diagnosis,
treatnment, or care to persons with nmental diseases, including nedica
attention, nursing care, and rel ated services.

(5) Both the departnent and the authority may each purchase al
ot her services provided under this chapter by contract or at rates
establi shed by the departnent or the authority respectively.

Sec. 10. RCW74.09.160 and 1991 ¢ 103 s 1 are each anended to read
as follows:

Each vendor or group who has a contract and is rendering service to
el igible persons as defined in this chapter shall submt such charges
as agreed upon between the departnent or authority, as appropriate, and
the individual or group no later than twelve nonths from the date of
servi ce. If the final charges are not presented within the twelve-
month period, they shall not be a charge against the state. Said
twel ve-nonth period may al so be extended by regulation, but only if
required by applicable federal |law or regulation, and to no nore than
the extension of tinme so required. ((Foer——serveces—rendered—prtor—teo
FHy—28—1991—FHnal—charges—shal—not—he—acharge—agatnst—the—state

a¥a A N N NNE
i A" O

Sec. 11. RCW74.09.180 and 1997 ¢ 236 s 1 are each anended to read
as foll ows:

(1) The provisions of this chapter shall not apply to recipients
whose personal injuries are occasioned by negligence or wong of
anot her: PROVI DED, HOWEVER, That the ((seeretary)) director may
furni sh assistance, under the provisions of this chapter, for the
results of injuries to or illness of a recipient, and the

2E2SHB 1738. SL p. 8
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((departrent)) authority shall thereby be subrogated to the recipient's
rights against the recovery had from any tort feasor or the tort

feasor's insurer, or both, and shall have a lien thereupon to the
extent of the value of the assistance furnished by the ((departrent))
authority. To secure reinbursenent for assistance provided under this
section, the ((department)) authority may pursue its renedi es under
((REW4320B.-060)) section 94 of this act.

(2) The rights and renedies provided to the ((departrent))
authority in this section to secure reinbursenent for assistance,
including the ((departrent—s)) authority's lien and subrogation rights,
may be del egated to a nmanaged health care system by contract entered
into pursuant to RCW 74.09.522. A managed health care system may
enforce all rights and renedies delegated to it by the ((departrent))
authority to secure and recover assistance provided under a managed
health care system consistent wth its agreenent with the

((departrent)) authority.

Sec. 12. RCW74.09.185 and 1995 c 34 s 6 are each anended to read
as follows:

To the extent that paynent for covered expenses has been nmade under
nmedi cal assistance for health care itenms or services furnished to an
individual, in any case where a third party has a legal liability to
make paynents, the state is considered to have acquired the rights of
the individual to paynment by any other party for those health care
itenms or services. Recovery pursuant to the subrogation rights,
assignnment, or enforcenent of the lien granted to the ((departrent))
authority by this section shall not be reduced, prorated, or applied to
only a portion of a judgnent, award, or settlenent, except as provided
in ((REW4320B-050-and43-20B-060)) sections 93 and 94 of this act.
The doctrine of equitable subrogation shall not apply to defeat,

reduce, or prorate recovery by the ((departrwent)) authority as to its
assignnment, lien, or subrogation rights.

Sec. 13. RCW74.09.190 and 1979 c 141 s 342 are each anended to
read as foll ows:

Nothing in this chapter shall be construed as enpowering the
secretary or director to conpel any recipient of public assistance and
a nedi cal indigent person to undergo any physical exam nation, surgical

p. 9 2E2SHB 1738. SL
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operation, or accept any form of nedical treatnent contrary to the
wi shes of said person who relies on or is treated by prayer or
spiritual nmeans in accordance with the creed and tenets of any well
recogni zed church or religious denom nati on.

Sec. 14. RCW 74.09.200 and 1979 ex.s. ¢ 152 s 1 are each anended
to read as foll ows:

The |l egislature finds and declares it to be in the public interest
and for the protection of the health and welfare of the residents of
the state of WAshington that a proper regul atory and i nspecti on program
be instituted in connection wth the providing of nmedical, dental, and
ot her health services to recipients of public assistance and nedically
i ndi gent persons. In order to effectively acconplish such purpose and
to assure that the recipient of such services receives such services as
are paid for by the state of Wshington, the acceptance by the
reci pient of such services, and by practitioners of reinbursenment for
performng such services, shall authorize the secretary ((ef—the
departrent —of —soctal —and — health —serviees)) or  {{hs—destgnee))
director, to inspect and audit all records in connection wth the
provi di ng of such servi ces.

Sec. 15. RCW 74.09.210 and 1989 c¢c 175 s 146 are each anended to
read as foll ows:

(1) No person, firm corporation, partnership, association, agency,
institution, or other legal entity, but not including an individua
public assistance recipient of health care, shall, on behalf of hinself
or others, obtain or attenpt to obtain benefits or paynents under this
chapter in a greater anount than that to which entitled by neans of:

(a) Awllful false statenent;

(b) By willful m srepresentation, or by conceal nent of any nateri al
facts; or

(c) By other fraudulent schene or device, including, but not
limted to:
(1) Billing for services, drugs, supplies, or equipnment that were

unfurni shed, of |lower quality, or a substitution or m srepresentation
of itens billed; or

(11) Repeated billing for purportedly covered itens, which were not
in fact so covered.

2E2SHB 1738. SL p. 10
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(2) Any person or entity know ngly violating any of the provisions
of subsection (1) of this section shall be |liable for repaynent of any
excess benefits or paynents received, plus interest at the rate and in
the manner provided in RCW 43.20B. 695. Such person or other entity
shall further, in addition to any other penalties provided by |aw, be
subject to civil penalties. The secretary or director, as appropriate,
may assess civil penalties in an anobunt not to exceed three tines the
anount of such excess benefits or paynents: PROVIDED, That these civi
penalties shall not apply to any acts or om ssions occurring prior to
Septenber 1, 1979. RCW 43. 20A. 215 governs notice of a civil fine and
provides the right to an adjudicative proceedi ng.

(3) Acrimnal action need not be brought agai nst a person for that
person to be civilly |iable under this section.

(4) In all proceedings under this section, service, adjudicative
proceedi ngs, and judicial review of such determ nations shall be in
accordance with chapter 34.05 RCW the adm nistrative procedure act.

(5) Civil penalties shall be deposited in the general fund upon
their receipt.

Sec. 16. RCW 74.09.240 and 1995 ¢ 319 s 1 are each anended to read
as foll ows:

(1) Any person, including any corporation, that solicits or
receives any remuneration (including any kickback, bribe, or rebate)
directly or indirectly, overtly or covertly, in cash or in kind

(a) in return for referring an individual to a person for the
furnishing or arranging for the furnishing of any itemor service for
whi ch paynent may be nmade in whole or in part under this chapter, or

(b) in return for purchasing, |easing, ordering, or arranging for
or recomrendi ng purchasing, |easing, or ordering any goods, facility,
service, or item for which paynent may be nmade in whole or in part
under this chapter
shall be guilty of a class C felony; however, the fine, if inposed
shall not be in an anmount nore than twenty-five thousand dollars,
except as authorized by RCW9A. 20. 030.

(2) Any person, including any corporation, that offers or pays any
remuneration (including any kickback, bribe, or rebate) directly or
indirectly, overtly or covertly, in cash or in kind to any person to
i nduce such person

p. 11 2E2SHB 1738. SL
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(a) to refer an individual to a person for the furnishing or
arranging for the furnishing of any itemor service for which paynent
may be nmade, in whole or in part, under this chapter, or

(b) to purchase, |ease, order, or arrange for or recomend
purchasi ng, |easing, or ordering any goods, facility, service, or item
for which paynent may be nmade in whole or in part under this chapter,
shall be guilty of a class C felony; however, the fine, if inposed
shall not be in an anount nore than twenty-five thousand dollars,
except as authorized by RCW9A. 20. 030.

(3)(a) Except as provided in 42 U S C. 1395 nn, physicians are
prohibited fromself-referring any client eligible under this chapter
for the foll ow ng designated health services to a facility in which the
physician or an i medi ate famly nmenber has a financial rel ationshi p:

(1) dinical |aboratory services;

(11) Physical therapy services;

(1i1) Cccupational therapy services;

(1v) Radiol ogy including magnetic resonance imging, conputerized
axi al tonography, and ultrasound services;

(v) Durable nedical equi pnent and suppli es;

(vi) Parenteral and enteral nutrients equi pnent and suppli es;

(vii) Prosthetics, orthotics, and prosthetic devices;

(viii) Hone health services;

(1 x) Qutpatient prescription drugs;

(x) Inpatient and out patient hospital services;

(xi) Radiation therapy services and supplies.

(b) For purposes of this subsection, "financial relationship" nmeans
the relationship between a physician and an entity that includes
ei t her:

(1) An ownership or investnent interest; or

(11) A conpensation arrangenent.

For purposes of this subsection, "conpensation arrangenent" neans
an arrangenent involving renuneration between a physician, or an
i mredi ate fam |y nmenber of a physician, and an entity.

(c) The departnment or authority, as appropriate, is authorized to
adopt by rule anmendnents to 42 U S.C. 1395 nn enacted after July 23,
1995.

(d) This section shall not apply in any case covered by a general
exception specifiedin 42 U S.C. Sec. 1395 nn.
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(4) Subsections (1) and (2) of this section shall not apply to.

(a) A discount or other reduction in price obtained by a provider
of services or other entity under this chapter if the reduction in
price is properly disclosed and appropriately reflected in the costs
claimed or charges nade by the provider or entity wunder this
chapter((s)). and

(b) Any anpunt paid by an enployer to an enpl oyee (who has a bona
fide enploynent relationship with such enployer) for enploynent in the
provi sion of covered itens or services.

(5) Subsections (1) and (2) of this section, if applicable to the
conduct involved, shall supersede the crimnal provisions of chapter
19. 68 RCW but shall not preclude adm nistrative proceedi ngs authori zed
by chapter 19.68 RCW

Sec. 17. RCW74.09.260 and 1991 sp.s. ¢ 8 s 7 are each anended to
read as foll ows:

Any person, including any corporation, that know ngly:

(1) Charges, for any service provided to a patient under any
medi cal care plan authorized under this chapter, noney or other
consideration at a rate in excess of the rates established by the
departnent ((ef—soeetal—and —health—serviees)) or authority, as
appropriate; or

(2) Charges, solicits, accepts, or receives, in addition to any
anount ot herwi se required to be paid under such plan, any gift, noney,
donation, or other consideration (other than a charitable, religious,
or philanthropic contribution from an organization or from a person
unrelated to the patient):

(a) As a precondition of admtting a patient to a hospital or
nursing facility; or

(b) As a requirenent for the patient's continued stay in such
facility,
when the cost of the services provided therein to the patient is paid
for, in whole or in part, under such plan, shall be guilty of a class
C felony: PROVI DED, That the fine, if inposed, shall not be in an
anount nore than twenty-five thousand doll ars, except as authorized by
RCW 9A. 20. 030.
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Sec. 18. RCW 74.09.280 and 1979 ex.s. ¢ 152 s 9 are each anended
to read as foll ows:

The secretary ((et——soetral—andhealth-serviees)) or director may by
rule require that any application, statenment, or form filled out by
suppliers of nedical care under this chapter shall contain or be
verified by a witten statenent that it is nmade under the penalties of
perjury and such declaration shall be in lieu of any oath otherw se
requi red, and each such paper shall in such event so state. The naki ng
or subscribing of any such papers or forns containing any false or
m sl eading information may be prosecuted and punished under chapter
9A. 72 RCW

Sec. 19. RCW74.09.290 and 1994 sp.s. ¢ 9 s 749 are each anended
to read as foll ows:

The secretary ((ef—thedepartrent—of-—soctal—andhealth-serviees))
or ((h+s—authorizedrepresentative)) director shall have the authority
t o:

(1) Conduct audits and investigations of providers of nedical and
ot her services furnished pursuant to this chapter, except that the
Washi ngton state nedical quality assurance comm ssion shall generally
serve in an advisory capacity to the secretary or_director in the
conduct of audits or investigations of physicians. Any overpaynent
di scovered as a result of an audit of a provider under this authority
shall be offset by any underpaynents discovered in that sane audit
sanple. In order to determ ne the provider's actual, usual, custonary,
or prevailing charges, the secretary or_director may exam ne such
random representative records as necessary to show accounts billed and
accounts received except that in the conduct of such exam nations,
patient names, other than public assistance applicants or recipients,
shall not be noted, copied, or otherwse nade available to the
departnment or_authority. In order to verify costs incurred by the
departnent or authority for treatnent of public assistance applicants
or recipients, the secretary or director nmay exam ne patient records or
portions thereof in connection with services to such applicants or
recipients rendered by a health care provider, notw thstanding the
provi si ons of RCW 5. 60.060, 18.53.200, 18.83.110, or any other statute
which may nmake or purport to mnmeke such records privileged or
confidenti al : PROVI DED, That no original patient records shall be

2E2SHB 1738. SL p. 14
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renoved from the prem ses of the health care provider, and that the
di scl osure of any records or information by the departnent ((et—seetal
and—health—serwviees)) or the authority is prohibited and shall be
puni shable as a class C felony according to chapter 9A 20 RCW unl ess
such disclosure is directly connected to the official purpose for which
the records or information were obtained: PROVIDED FURTHER, That the
di scl osure of patient information as required under this section shal
not subject any physician or other health services provider to any
litability for breach of any confidential relationship between the
provider and the patient, but no evidence resulting from such
di sclosure may be used in any civil, admnistrative, or crimnal
proceedi ng against the patient unless a waiver of the applicable
evidentiary privilege is obtained: PROVI DED FURTHER, That the
secretary or_director shall destroy all copies of patient nedical
records in their possession upon conpletion of the audit, investigation
or proceedi ngs;

(2) Approve or deny applications to participate as a provider of
services furnished pursuant to this chapter

(3) Termnate or suspend eligibility to participate as a provider
of services furnished pursuant to this chapter; and

(4) Adopt, pronul gate, anend, and repeal admnistrative rules, in
accordance with the adm nistrative procedure act, chapter 34.05 RCW to
carry out the policies and purposes of RCW74.09. 200 t hrough 74.09. 290.

Sec. 20. RCW 74.09.300 and 1979 ex.s. ¢ 152 s 11 are each anmended
to read as foll ows:

Whenever the secretary ((ef—the—departrent—oef—soctal—and—health
serviees)) or director inposes a civil penalty under RCW 74.09. 210, or
term nates or suspends a provider's eligibility under RCW74.09. 290, he
or she shall, if the provider is licensed pursuant to Titles 18, 70, or
71 RCW give witten notice of such inposition, termnation, or
suspension to the appropriate |icensing agency or disciplinary board.

Sec. 21. RCW74.09.470 and 2009 ¢ 463 s 2 are each anended to read
as follows:

(1) Consistent with the goals established in RCW74. 09. 402, through
the apple health for kids program authorized in this section, the

((departrent)) authority shall provide affordable health care coverage

p. 15 2E2SHB 1738. SL
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to children under the age of nineteen who reside in Washington state
and whose famly inconme at the tinme of enrollnent is not greater than
two hundred fifty percent of the federal poverty |evel as adjusted for
famly size and determ ned annually by the federal departnent of health
and human services, and effective January 1, 2009, and only to the
extent that funds are specifically appropriated therefor, to children
whose famly incone is not greater than three hundred percent of the
f eder al poverty | evel . I n adm ni stering t he program t he
((departrent)) authority shall take such actions as nay be necessary to
ensure the recei pt of federal financial participation under the nedical
assi stance program as codified at Title XIX of the federal social
security act, the state children's health insurance program as
codified at Title XXI of the federal social security act, and any ot her
federal funding sources that are now avail able or may becone avail abl e
in the future. The ((departwent)) authority and the casel oad forecast
council shall estimate the anticipated caseload and costs of the
program established in this section.

(2) The ((departnent)) authority shall accept applications for
enroll ment for children's health care coverage; establish appropriate
m nimumenroll ment periods, as nmy be necessary; and determ ne
eligibility based on current famly incone. The ((departrent))
authority shall make eligibility determ nations within the tinme franes
for establishing eligibility for children on nedical assistance, as
defined by RCW74.09.510. The application and annual renewal processes
shall be designed to mnimze admnistrative barriers for applicants
and enrolled clients, and to mnimze gaps in eligibility for famlies
who are eligible for coverage. |If a change in famly incone results in
a change in the source of funding for coverage, the ((departrent))
authority shall transfer the famly nmenbers to the appropriate source
of funding and notify the famly with respect to any change in prem um
obligation, wthout a break in eligibility. The ((departrent))
authority shall use the same eligibility redeterm nation and appeal s
procedures as those provided for children on nedical assistance

prograns. The ((departrent)) authority shall nodify its eligibility
renewal procedures to |lower the percentage of children failing to

annual ly renew. The ((departrent)) authority shall manage its
outreach, application, and renewal procedures with the goals of: (a)

Achi eving year by year inprovenents in enrollnment, enrollnent rates,

2E2SHB 1738. SL p. 16
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renewal s, and renewal rates; (b) maxi m zing the use of existing program
dat abases to obtain information related to earned and unearned i ncone
for purposes of eligibility determ nation and renewal s, including, but

not limted to, the basic food program the child care subsidy program

federal social security admnistration progranms, and the enploynent

security departnent wage database; (c) stream ining renewal processes
torely primarily upon data matches, online subm ssions, and tel ephone
interviews; and (d) inplenenting any other eligibility determ nation
and renewal processes to allowthe state to receive an enhanced feder al

mat chi ng rate and additional federal outreach fundi ng avail abl e t hrough
the federal children's health insurance program reauthorization act of

2009 by January 2010. The departnent shall advise the governor and the
| egi sl ature regarding the status of these efforts by Septenber 30,

20009. The information provided should include the status of the
departnent's efforts, the anticipated inpact of those efforts on
enrol I ment, and the costs associated with that enroll nent.

(3) To ensure continuity of care and ease of understanding for
famlies and health care providers, and to maxim ze the efficiency of
the program the anount, scope, and duration of health care services
provided to children under this section shall be the sane as that
provided to children under nedical assistance, as defined in RCW
74. 09. 520.

(4) The primary nmechani sm for purchasing health care coverage under
this section shall be through contracts with managed health care
systens as defined in RCW 74.09.522, subject to conditions,
[imtations, and appropriations provided in the biennial appropriations
act. However, the ((departwent)) authority shall nake every effort
within available resources to purchase health care coverage for
uni nsured children whose famlies have access to dependent coverage
t hrough an enpl oyer-sponsored health plan or another source whenit is
cost-effective for the state to do so, and the purchase is consistent
with requirenents of Title XIX and Title XXI of the federal social
security act. To the extent allowable wunder federal I|aw, the
((departrent)) authority shall require famlies to enroll in available
enpl oyer - sponsored coverage, as a condition of participating in the
program est abl i shed under this section, when it is cost-effective for
the state to do so. Famlies who enroll in available enployer-
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sponsored coverage under this section shall be accounted for separately
in the annual report required by RCW 74. 09. 053.

(5 (a) To reflect appropriate parental responsibility, the
((departrent)) authority shall develop and inplenent a schedule of
prem uns for children's health care coverage due to the ((departrent))
authority fromfamlies with incone greater than two hundred percent of
the federal poverty level. For famlies with income greater than two
hundred fifty percent of the federal poverty level, the prem uns shall
be established in consultation with the senate majority and mnority
| eaders and the speaker and mnority |leader of the house of
representatives. Premuns shall be set at a reasonable | evel that does
not pose a barrier to enrollnment. The anount of the prem um shall be
based upon famly inconme and shall not exceed the premumlimtations
in Title XXI of the federal social security act. Prem uns shall not be
i nposed on children in households at or below two hundred percent of
the federal poverty level as articulated in RCW74. 09. 055.

(b) Beginning no later than January 1, 2010, the ((departrent))
authority shall offer famlies whose incone is greater than three
hundred percent of the federal poverty level the opportunity to
purchase health care coverage for their children through the prograns
adm ni stered under this section without an explicit prem um subsidy
fromthe state. The design of the health benefit package offered to
these children should provide a benefit package substantially simlar
to that offered in the apple health for kids program and nmay differ
W th respect to cost-sharing, and other appropriate elenments fromthat
provided to children under subsection (3) of this section including,
but not limted to, application of preexisting conditions, waiting
peri ods, and ot her design changes needed to offer affordable coverage.
The anount paid by the famly shall be in an anbunt equal to the rate
paid by the state to the nanaged health care systemfor coverage of the
child, including any associated and adm nistrative costs to the state
of providing coverage for the child. Any pooling of the program
enrollees that results in state fiscal inpact nust be identified and
brought to the | egislature for consideration.

(6) The ((departwent)) authority shall undertake and continue a
proactive, targeted outreach and education effort with the goal of
enrolling children in health coverage and i nproving the health literacy

of youth and parents. The ((departwent)) authority shall coll aborate
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wth the departnent of social and_health_ services, departnment of
heal th, | ocal public health jurisdictions, the office of the
superintendent of public instruction, the departnent of early | earning,
health educators, health care providers, health carriers, community-
based organi zations, and parents in the design and devel opnent of this
effort. The outreach and education effort shall include the follow ng
conponent s:

(a) Broad dissem nation of information about the availability of
coverage, including nedia canpaigns;

(b) Assistance with conpleting applications, and comrunity-based
outreach efforts to help people apply for coverage. Comuni ty- based
outreach efforts should be targeted to the populations least likely to
be cover ed;

(c) Use of existing systens, such as enrollnment information from
the free and reduced-price lunch program the departnent of early
| earning child care subsidy program the departnent of health's wonen,
infants, and children program and the early chil dhood education and
assi stance program to identify children who may be eligible but not
enroll ed in coverage;

(d) Contracting with comunity-based organi zati ons and gover nment
entities to support conmunity-based outreach efforts to help famlies
apply for coverage. These efforts should be targeted to the
popul ations least likely to be covered. The ((departrwent)) authority
shall provide informational nmaterials for use by governnent entities
and communi ty-based organizations in their outreach activities, and
shoul d identify any avail able federal matching funds to support these
efforts;

(e) Devel opnment and di ssem nation of materials to engage and i nform
parents and famlies statewide on issues such as: The benefits of
health insurance coverage; the appropriate use of health services,
including primary care provided by health care practitioners |icensed
under chapters 18.71, 18.57, 18.36A, and 18.79 RCW and energency
services; the value of a nedical honme, well-child services and
i mmruni zation, and other preventive health services with |inkages to
departnent of health child profile efforts; identifying and nmanagi ng
chronic conditions such as asthnma and di abetes; and the val ue of good
nutrition and physical activity;
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(f) An evaluation of the outreach and education efforts, based upon
clear, cost-effective outconme nmeasures that are included in contracts
with entities that undertake conponents of the outreach and education
effort;

(g) An inplenentation plan to devel op online application capability
that is integrated wth the ((departrent-s)) automated client
eligibility system and to devel op data |inkages with the office of the
superi ntendent of public instruction for free and reduced-price |unch
enrol Il ment information and the departnent of early learning for child
care subsidy programenrol |l nment information.

(7) The ((departwent)) authority shall take action to increase the
nunber of primary care physicians providing dental disease preventive
services including oral health screenings, risk assessnment, famly
education, the application of fluoride varnish, and referral to a
denti st as needed.

(8) The departnent shall nonitor the rates of substitution between
private-sector health care coverage and the coverage provided under
this section ((and—shall—report—to—appropriate—ecommttees—oef—the
legi sl ature by Decenber 2010)).

Sec. 2